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tevenue Ruling 74-99, 1974-1 C.B. 131, holas that a homeowners association, to
qualify for exemption under 3ection 501(c)(4) of the Code, (1) must serve a
"community' which bears a reasonable recognizable relationship to &n area
crdinatily identified as a governmental subdivision or & unit or district
thereof, (2) it must not conduct activities directed to the exterlor
maintenance of private residences snd (3) the common axeas or facilities it
owns and naintains wmust be for the use and enjoymept of the general public.

Based on the foregoing, we have concluded thét’your érganization is operated
primarily for the private benefit of your members and any benefits to the
community are not sufficient to meet the requirement of the regulation that an
organization be operated primarily for the common good and general welfare of
the people of the community. Accordiungly, we hold that you are not exempt
from Federal income tex as & social welfare organization under Section

501{c) (%) of the Code and are required to file Federal income tax returns
annually.

A howeowners association that i{s not exempt under Section 50i(c)(4) and that
is either a condominium managerment association or a residential real estate
nguagement association generally may elect, under the provisions of Section
526, to receive certain tax benefirs that, in effect, permit the exclusion of
its exempt function income from its gross income. The election is made each
year by filing Form 1120-H. For more information, see Publication 5838 Tax
Information for !lomeowners Associations.

1f you do not agree with tuese counclusions, you may within 30 days from the
date of this letter, file & brief of the facts, law and arguuments (in
duplicate) which clearly sets forth your position. 1In the event you desire an
oral discussion of the issues, you should so indicate inm your submission. A
conference will be arranged in the Regional Office after you have subwmittad
your brief to the Chicago District office and we have had an opportunity to
consider the brief and it appears that the conclusions reached are still
unfavorable to you. Any submis~ion must be signed by one of your principal
officers. If the matter is to - handled by a representative, the Conference
and Practice Requirements regaraing the filing of a power of attorney aund
e¢vidence of enrollment to practice must be met. We bhave enclosed Publication
292, Exernpt Organization Appeal Procedures for Adverse Determinations, which
explains in detail your rights and procedures,

If we o not hear from you within 30 days from the date of this letter this
determinution will hecowe final,



Please keep this deterwination tetter in your permanent recorgs.

1{ you apree wvitlh this Jetermins tion plzase sign and return the enclosed Form
6013,

Sincerely yours,

District Director

Enclosures:
Publication 892
Form 6018



